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The Big Change of Life Insurance Companies in Japan
Hisayoshi TAKEDA
Although the most important role of the life insurance system is to secure economic life of the
insureds and their family against the suffer from economic loss, life insurance companies have an-
other important role, which is called finance. Security of the insureds is the original role of life
insurance system, and finance is the subordinate role. However, we can notice that this subordi-
nate role enlarged around 1980. This paper examined some backgrounds of this big change, and
author will point out following two reasons. One is that the needs of the insured changed from se-
curity to finance. And another reason is that the regulation by government changed toward de-
regulation, which leaded the life insurance system from security to finance.
We experienced the big change of the society in Japan around 1980s. Ecnomic and social envi-
ronments changed towards libreralization and internationalization. Under these circumstances,
the focus on financial assete increased among the japanese people. Not a few people in Japan then
had strong concerns for the interests from financial assets. Life insurance companies matched to
these needs. And in this process, some companies offered new products. In 1980s, many people
have contracted “Endowment Insurance of Payment in Lump Sum.” This type of insurance had
already been sold by life insurance companies in Japan, but only a litte. Many people prefered to
contract this type of short term insurances, because the claims paid of this type of insurance were
higher than the interests of financial goods which were sold by other financial institutions. It con-
tinued till 1985.
In 1986, twelve life insurance companies has began to sell the new type of life insurance policy.
This policy was the “Variable Insurance”, and this was the revolutional change in the Japanese
Insurance Business. This policy, diferrent from usual life insurance policy, does not guarantee
“Payment of Lump Sum” in the case of maturity. And Payment Lump Sum is to change according
to the fruits of asset management. It is very natural that the insureds of this insurance will want
much money for their claims. Therefore, they required for life insurance company to get more
profits from asset management.
We can notice some big changes in the regulation by government. One important change was
the administrative notification concerning “specified money in trust”, issued by The Finance
Ministry on September, 6 in 1984. By this notification, life insurance companies were alloud to
buy all sorts of securities. It was the big change, because life insurance companies had been only
alloud to purchase government bond till then, and this change has enabled life insurance compa-
nies to invest in full scale.
On July, 10 in 1986, another important administrative notification was issued. This was to set
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a new account seperated from the ordinal accounts for “Variable Life Insurance”. And in this new
account, life insurance companies could perform asset management freely, though with some re-
strictions. It is natural that life insurance companies become more competitive in this new sys-
tem.
